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limit is set by the capacity to pay, and the actual rate
declared would be somewhere between these two. The cost
principle acts also as a check on the undue raising of rates
that is possible under a monopolistic service like trans-
portation. Thus, whatever may be the actual return for
any specific unit of traffic, the ultimate end in view
always is the maximisation of earnings In certain very
special cases the rate might occasionally be less than this
extra cost, but such a policy would be only undertaken
when there is a certainty that better and larger traffic
would be developed and offer itself to ultimately offset
the early losses. It is just as it is in the case of a com-
modity produced under monopolistic conditions wherein,
to popularise the commodity, a price may be declared that
is actually below cost but would ultimately be raised when
the tastes of the consuming public are brought round in its
favour. But these, it must be stressed, are only very
exceptional cases. Eeferring to the particular question
of railways, Dr. Marshall says, " The case is stronger
when a railway company has a practical monopoly of the
transport of persons and goods to a sea port, or to a
suburban district which is as yet but partly built over;
the railway company may then find it worthwhile, as a
matter of business, to levy charges much below those which
would afford the maximum net revenue, in order to get
merchants into the habit of using the port, to encourage
the inhabitants of the port to develop their docks and
warehouses; or to assist speculative builders in the new
suburb to build houses cheaply and to fill them quickly
with tenants, thus giving to the suburb an air of early
prosperity which goes far towards insuring its permanent
success. This sacrifice 'by a monopolist of part of his
present gains in order to develop future business differs
in extent rather than in kind from the sacrifices which
a young firm commonly makes in order to establish a
connection.''
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